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the case of a consolidation, the result-
ing company; or

(ii) The combined assets of all the
companies involved in the merger, re-
classification or consolidation, com-
puted according to their book values
before the merger, reclassification or
consolidation as determined by ref-
erence to their most recent available
financial statements for a 12 month pe-
riod before the merger, reclassification
or consolidation, or such shorter time
as the company has been in existence.

(2) The disposition of a security, pur-
suant to a merger, reclassification or
consolidation, of a company that be-
fore the merger, reclassification or
consolidation, owned 85 percent or
more of either:

(i) The equity securities of all other
companies involved in the merger, re-
classification or consolidation or, in
the case of a consolidation, the result-
ing company; or

(ii) The combined assets of all the
companies undergoing merger, reclassi-
fication or consolidation, computed ac-
cording to their book values before the
merger, reclassification or consolida-
tion as determined by reference to
their most recent available financial
statements for a 12 month period be-
fore the merger, reclassification or
consolidation.

(b) A merger within the meaning of
this section shall include the sale or
purchase of substantially all the assets
of one company by another in exchange
for equity securities which are then
distributed to the security holders of
the company that sold its assets.

(c) The exemption provided by this
section applies to any securities trans-
action that satisfies the conditions
specified in this section and is not con-
ditioned on the transaction satisfying
any other conditions.

(d) Notwithstanding the foregoing, if
a person subject to section 16 of the
Act makes any non-exempt purchase of
a security in any company involved in
the merger, reclassification or consoli-
dation and any non-exempt sale of a se-
curity in any company involved in the
merger, reclassification or consolida-
tion within any period of less than six
months during which the merger, re-
classification or consolidation took
place, the exemption provided by this

§240.16c-2

section shall be unavailable to the ex-
tent of such purchase and sale.

[70 FR 46089, Aug. 9, 2005]

§240.16b-8 Voting trusts.

Any acquisition or disposition of an
equity security or certificate rep-
resenting equity securities involved in
the deposit or withdrawal from a vot-
ing trust or deposit agreement shall be
exempt from section 16(b) of the Act if
substantially all of the assets held
under the voting trust or deposit agree-
ment immediately after the deposit or
immediately prior to the withdrawal
consisted of equity securities of the
same class as the security deposited or
withdrawn: Provided, however, That
this exemption shall not apply if there
is a non-exempt purchase or sale of an
equity security of the class deposited
within six months (including the date
of withdrawal or deposit) of a non-ex-
empt sale or purchase, respectively, of
any certificate representing such eaq-
uity security (other than the actual de-
posit or withdrawal).

EXEMPTION OF CERTAIN TRANSACTIONS
FROM SECTION 16(C)

SOURCE: Sections 240.16c-1 through 240.16c-
4 appear at 56 FR 7273, Feb. 21, 1991, unless
otherwise noted.

§240.16c-1 Brokers.

Any transaction shall be exempt
from section 16(c) of the Act to the ex-
tent necessary to render lawful the
execution by a broker of an order for
an account in which the broker has no
direct or indirect interest.

§240.16c-2 Transactions effected in
connection with a distribution.

Any transaction shall be exempt
from section 16(c) of the Act to the ex-
tent necessary to render lawful any
sale made by or on behalf of a dealer in
connection with a distribution of a sub-
stantial block of securities, where the
sale is represented by an over-allot-
ment in which the dealer is partici-
pating as a member of an underwriting
group, or the dealer or a person acting
on the dealer’s behalf intends in good
faith to offset such sale with a security
to be acquired by or on behalf of the
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